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SUBJECT: DEPARTMENT OF HEALTH SERVICES – COMMUNITY HEALTH PLAN 

FINANCIAL AUDIT FOR YEARS ENDING JUNE 30, 2004 AND 2005  
 
Attached is a copy of the independent auditor’s report on the Department of Health 
Services’ Community Health Plan’s (CHP) financial audit for the years ending June 30, 
2004 and 2005, and the auditor’s report on the CHP’s internal controls.  The audit was 
performed by Simpson & Simpson, Certified Public Accounts (Simpson).  
 
California law requires the CHP and other managed care plans to submit annual 
financial statements that have been audited by an independent Certified Public 
Accountant to the State Department of Managed Health Care.  The statements must be 
accompanied by an opinion on the fairness of the financial statement presentation.  
Simpson expressed an unqualified opinion of the fairness of the CHP’s financial 
statements for the years ending June 30, 2004 and 2005.  The CHP has submitted the 
report to the Department of Managed Health Care, as required. 
 

Internal Control Findings 
 
Simpson’s report on the CHP’s internal controls includes a material weakness related to 
the lack of integration between CHP’s Patient Management System and their 
accounting software.  This weakness has been reported in the past and continues to 
exist due to the need for an enhanced computer system. 
  
Simpson’s report also includes weaknesses related to the CHP’s lack of controls over 
their ability to handle increased growth, retroactive adjustments to contracted providers, 
and missing Out-of-Plan Claim forms.  These issues were discussed with CHP 
management.  CHP management’s responses are included in the internal control report.   
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Please call if you have any questions, or your staff can contact Jim Schneiderman at 
(626) 293-1101. 
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Attachments 
 
c: David E. Janssen, Chief Administrative Officer 
 Thomas L. Garthwaite, M.D., Director, DHS 

Violet Varona-Lukens, Executive Office 
 Public Information Officer 
 Audit Committee 




































